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Publish Date: 26-Feb-15

Sector: US Utilities

Region: Developed Markets - Americas
Country: United States of America
Country IDR: AAA  Stable

Country IDR Action: Affirmed

Country Action Date: ~ 19-Sep-14

Country Ceiling: AAA

Date IDR Action
1-Oct-14 A-  Stable Affirmed
12-Aug-14 A-  Stable Affirmed
7-Apr-14 A-  Stable Affirmed
14-Jun-13 A-  Stable Downgrade
20-Jun-12 Stable Affirmed
23-Jun-11 Stable Affirmed
21-Jun-10 Stable Revision Outlook
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2nd Shalini Mahajan
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Introducing Ratings Navigators for Corporates
Corporate Rating Methodology
US Utilities: Ratings Navigator Companion

Direct Peer Group

Company Name IDR Action Action Date
i 2014 Rate Order
DTE Gas Co. BBB+ Stable Affirmed 23-Jan-2015
Southwest Gas Corporation A- Stable Affirmed 01-Oct-2014 Pending Acquisition of
Integrys
NSTAR Gas Company A- Stable Affirmed 01-Oct-2014

Elevated Capex

Modestly Declining
Credit Metrics

Positive Rating
Sensitivities

Negative Rating
Sensitivities

Drivers & Sensitivities

W1 Gas' final rate order was in line with Fitch's expectations and provides earnings and cash flow visibility
through 2016, at levels consistent with the utility's existing financial profile.

WEC's pending acquisition of Integrys bears no impact on WI Gas' ratings, in Fitch's view. Regulatory ring-
fencing measures, including dividend restrictions, protect WI Gas from potential parent financial contagion.

WI Gas plans on spending approximately $750 million over 2014—2017, compared with $430 million over
the prior four years — a 76% increase. The construction of an 85-mile gas lateral in the Western part of
Wisconsin is a key capex driver.

Fitch forecasts adjusted debt/EBITDAR to range between 3.4x and 3.6x over 2015-2018, while FFO
leverage is expected to hover in the low 4x range. 2015 represents the weakest year during the incremental
spend for the gas lateral project.

Given current rating levels and a sustained elevated capex plan over the forecast period, positive rating
actions are unlikely in the near term.

A deterioration of the Wisconsin regulatory compact and djusted debt/EBITDAR over 4.0x on a sustained
basis could lead to negative rating action.
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Wisconsin Gas Co. LLC

Very strong combination of countries where economic value is created and where
assets are located.

Very strong combination of issuer specific funding characteristics and of the
strength of the relevant local financial market.

Systemic governance (eg rule of law, corruption; government effectiveness) of the
issuer’s country of incorporation consistent with 'aa'.

Track record of transparent and predictable regulation.
Minimal lag to recover capital and operating costs.
Above-average authorized ROE.

Revenues partially insulated from variability in consumption.

Effective regulatory ring-fencing or minimum creditworthiness requirements.

Good quality and/or reasonable scale diversified assets.
Reliability and cost of operations at par with industry averages.
Limited or manageable exposure to environmental regulations.

Moderate reinvestments requirements in established technologies.

Structurally neutral to negative FCF across the investment cycle.

Stability and predictability of profits in line with utility peers.

Clear commitment to maintain a conservative policy with only modest deviations
allowed.

One-year liquidity ratio above 1.25x. Well-spread maturity schedule of debt but
funding may be less diversified.

5.0x
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Coherent strategy and good track record in implementation.

Good CG track record but effectiveness/independence of board less obvious. No
evidence of abuse of power even with ownership concentration.

Transparent group structure.

High quality and timely financial reporting.

Well-established market structure with complete transparency in price-setting
mechanisms.

Customer and usage growth in line with industry averages.
Favorable customer mix.
Beneficial location or reasonable locational diversity.

Moderately favorable outlook for prices/rates.

Limited exposure to changes in commaodity costs.
Extremely low cost and flexible supply.

Highly captive supply and customer base.

5.0x

3.75x

How to Read This Page: The left column shows the three-notch band assessment for the overall Factor, illustrated by a bar.
The right column breaks down the Factor into Sub-Factors, with a description appropriate for each Sub-Factor and its

corresponding category.

Navigator Version: RN 1.38.4.0
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The ratings above were solicited by, or on behalf of, the issuer, and therefore, Fitch has been compensated for the provision of the ratings.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
https://www.fitchratings.com/creditdesk/public/ratings_defintions/index.cfm?rd_file=intro#Imt_usage. IN ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC
WEB SITE AT WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED
ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN
BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

Copyright © 2015 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004.Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing and maintaining its
ratings, Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that
information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and
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The information in this report is provided “as is” without any representation or warranty of any kind. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings are the
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